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Hello Colorado Wheat. 

USDA’s August WASDE update was a bit of a cooler to the wheat rally…mainly because NASS raised the 

USA corn national average yield by more than 4 bu/ac, now up to 178.4. USA bean yields were raised as 

well, up 3.1 bu/ac to 51.6. 

I admit I thought it was too hot and dry for that to happen. 

The wheat reports were friendly at face value, with world wheat production cuts and another big 

increase to USA projected wheat exports, but as wheat closed down about 20c for the day, we will 

assume…well, I’m not sure what to assume. Last week I wrote: 

This week we saw intra-week spike highs on Wednesday, followed by unease on Thursday and Friday. 

There is a good chance, unfortunately, it all falls apart this week. Those spike highs are nasty. 

Go ahead and get that basis locked in. Do it now if you haven’t already. 

Then Friday’s action will give us better clues about what to do about fixing the futures. 

I expect Friday to be quite interesting. I lean towards we have upside still coming, in the futures, not the 

basis. BUT if Friday falls apart, we’ll probably wish we would have sold those Wednesday spike highs. 

 

So now we are faced with the uncomfortable reality that Friday did fall apart. Which means if I can’t say 

“don’t”, then do I have to say, “do it”? 

Talk about uncomfortable… 

 

I mean didn’t a guy see the USDA raised USA wheat exports by 50 million bushels?? 

Obviously if all the world wheat exporters are running out of wheat, won’t the world wheat importers 

have to come to us, and we’ll have ‘em by the throat, and really make ‘em pay!! 

Huh? Won’t we??? If so, we can’t sell anything now!!! 

 

Hmm. Seems too good to be true. 

 

I think we better look at all the stuff before we go cray-cray.  

 

Charts and discussions follow, with the goal of giving you useful information to help you with your 

business.  My disclaimer remains the same: these are my sometimes rapidly changing opinions, but I 

believe you should: 1.be willing to store your wheat, 2. apply 30# of N at planting, and if it’s a wet 

spring, re-apply 30# 3. don’t sell wheat to elevators who do not post protein scales, up and down 

mailto:danmaltby.riskmgmt@gmail.com


Colorado Wheat Weekly Wire #346 danmaltby.riskmgmt@gmail.com 08/10/18  pg. 2 

 

Let’s start with the 11-week closing futures table, which shows even though wheat got pounded down 

20c on Friday, for the week…it wasn’t that bad, only down 7c. Corn was down 12, and beans were down 

40c, but just by itself, this table is not showing sell-signals. 

CLOSE KWU18 KWZ18 KWN19 CU18 CZ18 CN19 WU18 MWU18 MWZ18 SX18 

08/10 $5.60 $5.85 $6.14 $3.58 $3.72 $3.96 $5.47 $6.09 $6.26 $8.62 

08/03 $5.67 $5.95 $6.16 $3.70 $3.84 $4.07 $5.56 $6.13 $6.30 $9.02 

07/28 $5.33 $5.60 $5.87 $3.62 $3.76 $3.98 $5.31 $5.93 $6.06 $8.85 

07/20 $5.09 $5.34 $5.66 $3.55 $3.69 $3.92 $5.16 $5.55 $5.71 $8.65 

07/13 $4.92 $5.16 $5.50 $3.41 $3.55 $3.79 $4.97 $5.32 $5.49 $8.34 

07/06 $5.13 $5.34 $5.64 $3.60 $3.73 $3.97 $5.15 $5.58 $5.75 $8.95 

06/29 $4.89 $5.12 $5.51 $3.60 $3.71 $3.94 $5.01 $5.37 $5.55 $8.80 

06/22 $5.06 $5.29 $5.63 $3.67 $3.78 $4.00 $5.04 $5.61 $5.76 $9.16 

06/15 $5.34 $5.58 $5.89 $3.71 $3.83 $4.05 $5.14 $5.81 $5.95 $9.31 

06/08 $5.55 $5.79 $6.08 $3.87 $3.98 $4.19 $5.37 $6.04 $6.18 $9.90 

06/01 $5.59 $5.83 $6.16 $4.01 $4.12 $4.31 $5.14 $6.13 $6.24 $10.38 

 

Bids in the country were mainly down the 7c with the board, but we do see a little more basis weakness. 

Last week we stressed getting the basis fixed. The main point on that is the basis is historically high, 

which means historically there isn’t a lot of upside potential in the basis. 

Date SE Colorado Chey. Wells Burlington Holyoke Roggen area 

08/10 $5.05-$5.35 $5.15 $5.05-$5.05 $4.92-$5.15 $5.10-$5.15 

08/03 $5.12-$5.42 $5.32 $5.12-$5.12 $4.99-$5.18 $5.17-$5.22 

07/27 $4.78-$5.12 $4.93 $4.82-$4.83 $4.70-$4.83 $4.83-$4.88 

07/20 $4.54-$4.88 $4.69 $4.58-$4.59 $4.50-$4.59 $4.64-$4.64 

07/13 $4.37-$4.72 $4.52 $4.42-$4.42 $4.39-$4.42 $4.42-$4.47 

07/06 $4.58-$4.88 $4.63 $4.32-$4.63 $4.55-$4.63 $4.48-$4.63 

06/29 $4.34-$4.64 $4.36 $4.11-$4.39 $4.26-$4.39 $4.21-$4.26 

06/22 $4.44-$4.79 $4.49 $4.14-$4.29 $4.16-$4.39 $4.34-$4.34 

06/15 $4.70-$5.10 $4.65 $4.45-$4.45 $4.65-$4.81 $4.68-$4.83 

06/08 $4.58-$5.18 $4.78 $4.63-$4.63 $4.65-$4.81 $4.68-$4.83 
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BASIS(U) SE Colorado Chey. Wells Burlington  Holyoke Roggen area 

08/10 -55, -25 -45 -55, -55 -68, -45 -50, -45 

08/03 -55, -25 -35 -55, -55 -68, -49 -50, -45 

07/27 -55, -20 -40 -50, -50 -63, -50 -50, -45 

07/20 -55, -20 -40 -50, -50 -59, -50 -45, -45 

07/13(U) -55, -20 -40 -50, -50 -53, -50 -50, -45 

07/06(U) -55, -25 -50 -81, -50 -58, -50 -65, -50 

06/29(N) -37, -07 -35 -60, -32 -45, -32 -50, -45 

06/22 -45, -10 -40 -75, -60 -73, -50 -55, -55 

06/15 -50, -10 -55 -75, -75 -73, -50 -60, -55 

06/08 -80, -20 -60 -75, -75 -73, -57 -70, -55 

IF/WHEN the commercial market needs to buy wheat, there could be short-lived basis pushes, or more 

than likely the calendar spreads would tighten, eliminating storage potential, and that would certainly 

buy hedged wheat. 

The KC U/Z (Sept-Dec), shown here, might actually be in the process of doing that very thing right now, 

but without the export push, more than likely we’ll see resistance at the trend-lines, around -22: 

 

A KC U/Z of -28c was better than 9c/month storage, and I’m leaning towards that was plenty for the 

conditions (short crop, deferred export potential, dry planting season coming?) the market is facing.  
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Yet -21c would be 7c/month, and I don’t think these Gulf bids justify someone wanting to stand on the 

Sept for a chunk of delivery and really significantly narrow the calendar spreads. 

The Gulf is unchanged, again. 

GULF     
date 12 pro ords diff  
8/10/2018 120 85 35  
8/3/2018 120 85 35  

7/27/2018 120 85 35  
7/20/2018 137 90 47  
7/13/2018 145 95 50  
7/6/2018 151 100 51  

6/29/2018 146 98 48 U 

6/22/2018 168 110 58  
6/15/2018 160 110 50  
6/8/2018 148 95 53  
6/1/2018 160 90 70  

 

It could get interesting maybe later, but I don’t think it will right now, during the September futures roll 

in front of expiration. Most Fund and commercial Sept positions will be rolled to the Dec without too 

much consternation this coming week. 

So what was all that ranting about on page 1, and why could the spreads, and futures(?) get interesting 

later this year? Because the USDA doubled down on this August WASDE update, by increasing their USA 

export projections another 50 million bushels, which would draw the stox/usage ratio down to about 

43%: 

This is August vs the July WASDE update: 

 

7/10/2018 8/10/2018 USA all wheat

2018-19 2018-19 year

1101 1100 carry in

1881 1877 production

135 135 imports

3117 3112 total supply

965 970 food

62 62 seed

130 120 feed/residual

1157 1152 domestic use

975 1025 exports

2132 2177 total demand

985 935 carryout

46.2% 42.9% stox/use

5.00$     5.10$     farm price
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Historical USA all wheat balance sheet… 

 

There is a lot of data here (too much?), but I want to look at some numbers in depth, which is why I’m 

showing the past 14 years. 

These are the export numbers by themselves: 

 

1025 doesn’t seem like too difficult of a year. The average since 2004/05 is 1017. 

BUT what’s troubling me is the current pace of business. 

Accumulated all wheat export shipments, for the week ending Aug 2, are 122.8 million bu. Outstanding 

all wheat sales are 153.3 million bu. 

Shipments so far    + Outstanding sales     = Total commitments 

122.8 153.3 total 276.1 mil bu 

   

Weekly pace (9 weeks) Weekly pace Weekly pace 

13.64 17.03 30.67 mil bu 

 

This is the 9th week of the season; there are 43 weeks remaining in the crop year. The weekly pace of 

combined shipments and outstanding sales is 30.67 million bushels. 30 million bushels for 52 weeks 

would be 1560 million, more than enough to cover the 1250 projected. 

The problem is the actual export loadings. 122.8 million bu in 9 weeks are 13.64/week, which on a 52-

week year would only project to 709.3 million bushels, much less than projected. 

SO, to meet the current USDA’s USA wheat export forecast of 1.25 billion bushels, the actual export 

loadings ARE GOING TO NEED TO MORE THAN DOUBLE. 43 weeks of 26.2 million = 1126.6 

122.8 + 1126.6 = 1249.4 

8/10/2018 USA all wheat

2004-05 2005-06 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 year

546 540 571 456 306 657 976 862 743 718 590 752 976 1181 1100 carry in

2158 2105 1809 2051 2499 2218 2207 1999 2266 2135 2026 2062 2309 1741 1877 production

71 81 122 113 127 119 97 113 122 169 149 113 117 157 135 imports

2775 2726 2502 2620 2932 2994 3280 2974 3131 3022 2765 2927 3402 3079 3112 total supply

910 917 938 948 927 919 926 941 945 951 958 957 949 964 970 food

78 78 82 88 78 70 71 76 73 77 81 67 61 64 62 seed

182 157 117 16 255 150 132 163 388 228 120 152 161 49 120 feed/residual

1170 1152 1137 1052 1260 1139 1129 1180 1406 1256 1159 1176 1171 1077 1152 domestic use

1066 1003 909 1263 1015 879 1289 1051 1007 1176 854 775 1051 901 1025 exports

2236 2155 2046 2315 2275 2018 2418 2231 2413 2432 2013 1951 2222 1978 2177 total demand

539 571 456 305 657 976 862 743 718 590 752 976 1180 1101 935 carryout

24.1% 26.5% 22.3% 13.2% 28.9% 48.4% 35.6% 33.3% 29.8% 24.3% 37.4% 50.0% 53.1% 55.7% 42.9% stox/use

3.40$      3.42$      4.26$   6.48$   6.78$   4.85$   5.70$   7.24$   7.77$   6.87$   5.99$   4.89$   3.89$    4.73$       5.10$     farm price

1066 1003 909 1263 1015 879 1289 1051 1007 1176 854 775 1051 901 1025
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CAN weekly USA wheat export loadings become twice what they have been the past 9 weeks? 

IF SO, WHEN will this start happening? Each week that goes by that doesn’t see 26 million loaded means 

more must be loaded the following weeks. 

OR, will the USDA lower their export forecast?  

All of this makes me wonder “has the USDA ever changed their export projections during the crop 

year?” That answer is of course “yes”.  

How much? 

Some years, not much. Other years, quite a bit. 

This table shows USDA USA wheat export projections as they change from month to month: 

 

I admit before I did this study, my bias was the USDA was wrong, and they would be forced to lower 

their export projections in the future, as doubling the current pace seems too difficult.  

BUT I don’t see any years where the August projection was a 100 million bushels higher than the initial 

May estimate, and then followed by a steady decrease. 11/12 was a close to that, as July was up a 100 

million, and by December the export projection was 125 million LESS than May, but it gained 75 million 

over the next 5 months to finish dead on with the initial May estimate. 

2007/08 and 10/11 both showed big increases in the estimate from August compared to the initial May 

estimate, and both years the big August estimate was followed by further increases. 

 

Well, how about the slow pace of export loadings?  

 

This table shows accumulated exports, by about August 2, compared to the August WASDE USA all 

wheat export projection: 

wasde may june july august sept october nov dec january february march april may june july august final

04/05 975 975 975 950 950 975 975 1000 1000 1025 1050 1050 1050 1060 1060 1063 1066

05/06 950 950 950 975 975 1000 1000 1000 1000 1000 1000 1015 1000 1000 1004 1009 1003

06/07 900 900 900 900 900 925 925 900 875 875 875 900 910 910 910 910 909

07/08 975 1000 1050 1075 1100 1150 1150 1175 1175 1200 1225 1275 1280 1265 1267 1264 1263

08/09 975 1000 1000 1000 1000 1000 1000 1000 1000 1000 980 980 1010 1010 1015 1015 1015

09/10 900 900 925 950 950 900 875 875 825 825 825 865 865 885 865 881 879

10/11 900 900 1000 1200 1250 1250 1250 1250 1300 1300 1275 1275 1275 1295 1286 1289 1289

11/12 1050 1050 1150 1100 1025 975 975 925 950 975 1000 1000 1025 1055 1048 1050 1051

12/13 1150 1150 1200 1200 1200 1150 1100 1050 1050 1050 1025 1025 1025 1010 1009 1007 1007

13/14 925 975 1075 1100 1100 1100 1100 1100 1125 1175 1175 1175 1185 1180 1182 1176 1176

14/15 950 925 900 925 900 925 925 925 925 900 900 880 860 855 855 854 854

15/16 925 925 950 925 900 850 800 800 800 775 775 775 780 778 775 777 775

16/17 875 900 925 950 950 975 975 975 975 1025 1025 1025 1035 1035 1051 1055 1051

17/18 1000 1000 975 975 975 975 1000 975 975 950 925 925 910 900 901 901

18/19 925 950 975 1025
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It appears to me that this year’s pace of export shipments compared to the August export projection 

is indeed historically slow, and that bears further watching. 

And one other fundamental check is this chart; USDA has HRW with about a 45% ending stox/use 

ratio, which would project a KC Z around $5.25, which suggests KC Z is about 60c/bu overpriced. 

 

accumulated exports by Aug 2

Aug 2 loaded Aug WASDE % of Aug WASDE

04/05 180.3             950 19.0%

05/06 156.8             975 16.1%

06/07 140.7             900 15.6%

07/08 153.2             1075 14.3%

08/09 217.7             1000 21.8%

09/10 117.8             950 12.4%

10/11 157.0             1200 13.1%

11/12 198.2             1100 18.0%

12/13 162.3             1200 13.5%

13/14 230.8             1100 21.0%

14/15 164.2             925 17.7%

15/16 122.9             925 13.3%

16/17 159.9             950 16.8%

17/18 197.8             975 20.3%

18/19 122.8             1025 12.0%
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My bias is to sell it, as these prices are high enough to probably make wheat profitable this year, which 

we haven’t seen in years, and therefore I would expect USA winter wheat acres to increase this fall. 

Here’s a KC Sept wheat chart: 

 

The table on page 2 shows new 2-week lows would be below the 7/28 prices ($5.33 on the KC U, and 

$5.60 or the KC Z). New 2-week lows would encourage profit-taking, from the longs. 

 

 

 

 

 

A guy probably should really question the jump in corn and bean yields, but I suspect historical studies 

would show the USDA could be right there too. 

 

But those increased yields torpedoed both Z corn: 

mailto:danmaltby.riskmgmt@gmail.com


Colorado Wheat Weekly Wire #346 danmaltby.riskmgmt@gmail.com 08/10/18  pg. 9 

 

 

And Nov beans: 

 

 

 

Forecasted rains this week could help soybeans, and probably corn too: 
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Looks like spring wheat harvesting will make great progress this week, and maybe those rains for OK and 

KS would recharge some ground water for seedbed prep. 

 

That KC U/Z chart on page 3 might actually be a warning sign for big wheat bears… but the converse is 

the slow export pace is a warning sign for big wheat bulls. 

 

Once we see the export pace ramp up in a big way, we’ll discuss the signs needed for the big wheat rally 

to resume, but until then, even though the USDA numbers were friendly, this market will slip into “prove 

it” mode. When that happens, gravity is hard to overcome. 

 

Have a good week. 
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